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What Should Management Companies 
Charge for Their Services? 


A minimum of 5 per cent is the 
figure one mortgage man sets in 
his discussion of the subject 


OU MBA members who maintain 
poral management departments 
are you being adequately com- 
pensated for your services? Apparently 
it is a question that you will have to de- 
cide for yourself. The MBA Clinic dis- 
cussions on the matter earlier this year 
did not seem to establish any hard and 
fast rule we can set forth here as a guide 


It would appear to us, however, that 
the present period is a pretty important 
me for management companies to be 
certain as to just what is the exact com- 
pensation they are receiving for the serv- 
ices rendered. This opinion is ventured 
with the thought that with prices rising 
and the many complex factors affecting 
real estate management becoming more 
important each day, it is a propitious 
time to take stock of what you are giv- 
ing and what you are getting for it. 


Here we are presenting the interesting 
and thoughtful views of two men who 
do a property management business. 


The first is F. Moran McConihe, vice 
president, Randall H. Hagner & Com- 
pany of Washington, D. C. 


“The amount to charge for manage- 
ment service should cover the actual cost 
of rendering the services, plus a reason- 
able profit to the Company for a return 
on its intangible assets, such as prestige, 


enterprise, ingenuity, etc. The services 
rendered should include generally the 
following: securing tenants; collection 
of rents, and disbursement of proceeds; 





ONLY A MONTH LEFT! 


A month from today MBA’s 
big 28th annual Convention 
opens in New York—will you be 
there? You will if you read 
what we had to say about the 
Convention in our last issue and 
will do the same with this issue. 
This is one MBA Convention 
you cannot AFFORD to miss— 
and we mean that literally. 





engaging and supervision of employees; 
maintenance of properties (repairs, re- 
decorations, remodeling, etc.) ; and main- 
tenance of tenants’ goodwill. 

“The efficient and coordinated render- 
ing of these services is expensive. The 
expense is not lessened by the elimination 
of one or more of them, i.e., their being 
taken over by the owner. This only re- 
sults in more difficulties being encount- 
ered by the management company. There 
can be no thought, as I see it, of lessen- 
ing the management fee by cutting out 
one or more of these services. 

“From the best information I can ob- 
tain in my own community, the cost of 


rendering these services is approximately 
2 to 24 per cent of the gross collections. 
This estimate is based on information ob- 
tained from the larger offices where gross 
collections aggregate over $2,000,000. 


“In the District of Columbia the real 
estate board’s rates for property man- 
agement are: 5 per cent on rental ac- 
counts up to $100,000; and 3 per cent 
on rental accounts over $100,000. 

“The advisability for these two differ- 
ent rates is questionable in my mind. It 
seems to me that it would be a lot more 
equitable if the 5 per cent rate were 
charged for rent collections regardless of 
the amount. In my opinion the increase 
in the size of an account certainly is re- 
flected in the increase in the amount of 
management technique and supervision 
necessary to properly service it. It would 
therefore be my opinion that the mini- 
mum profit that a management firm i 
entitled to is between 2!4, and 3 per 
cent of the gross collections — which 
would make the proper management fee 
a minimum of 5 per cent.” 

The other opinion is that of Carl S. 
Wells, president, Homer Warren Com- 
pany of Detroit, who writes: 

“Here are the real estate board's sched- 
ules on management rates in my commu- 
nity: 

““Many of the following rates are 
set-up as minimum fees. The broker 
members of the board are justified in 
charging higher rates in cases involving 
extraordinary services. 

(Continued on page 5, column 1) 
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Loans Based on 


CHAIN STORE LEASES 


By JOHN M. MARBLE 


N the August 1, 1941, issue of The 
7 hieneee Banker, Mr. Mark Levy 

propounds the following question 
which he then proceeds to answer: 

“Consider a retail store property oc- 
cupied under a long term lease by a 
strong national retail store concern, such 
as Woolworth or Grant, at a rental con- 
siderably in excess of what local mer 
chants are paying for surrounding stores, 
how much of this excess rental can be 
allowed in computing a market valuation 
which would be safe to recognize for 
mortgage loan purposes? That is the 
question. What is a safe answer?” 

My answer to this question is in some 
contrast to Mr. Levy's. In circumstances 
such as are described in Mr. Levy's ques- 
tion there are two parallel problems. 

1. The determination of a real estate 

valuation. 

2. The appraisal of the lease. 


If the lease constitutes the obligation 
of a financially responsible tenant to 
make rental payments extending over a 
period of time at a rate in excess of that 
for which the premises could readily be 
re-rented to another tenant, or, in other 
words, if the rental is above the general 
level obtainable from tenants of com 
parable surrounding space, the owner of 
the property with the favorable lease is 
enjoy a larger income than 
owners of adjoining property as long 
as the rental payments are made. 


going to 


The property with such a lease will 
certainly command a higher market price 
than a similar adjacent property not so 
leased. But does this mean that the real 
estate in the sense of the land and im- 
provements thereon is worth more? My 
answer is No. The additional market 
value is derived from the lease and in 
order to place an investor in position to 
judge the merit of the investment, 
whether the investor be contemplating 
outright purchase or a loan, the value 
of the land and buildings as real estate 
should first be determined on the basis 
of the market demand for the type of 


space, taking into account all trends and 
factors affecting the re-rentability of the 
property. 


To the value of the real estate so de- 
termined, the appraiser may wish to add 
an additional sum as the value attribut- 
able to the lease. The problem of valu- 
ing the present worth of the additional 
income which will accrue to the owner 
of the property as a result of the lease 
involves such factors as the general credit 
standing of the tenant, the legal strength 
and enforceability of the contract obliga- 
ting him to pay the agreed rental and 
other factors entirely distinct from the 
real estate valuation. 

With these facts before him the in- 
vestor will know that he is purchasing 
or lending on real estate of a certain 
value, plus a lease which the appraiser 
estimates adds an additional amount to 
the value of the property. A lease in 
such circumstances as Mr. Levy described 
is an unsecured obligation of the lessee 
to make certain payments over a period 
of years. The unsecured promises of 
such institutions as W. T. Grant, Wool- 
worth, etc., to pay sums of money at 
future dates are entitled to sell on a very 
low interest basis. But in making loans 
in which a portion of the total value of 
the security is derived from the existence 
of a particularly favorable lease, the in- 
vestor should keep in mind the fact 
that his security consists only in part of 
real estate and that the balance of the 
valuation upon which the loan is predi- 
cated is based on an unsecured promise 
to pay in the form of a lease. 

Having observed instances in which 
supposedly responsible lessees encount- 
ered conditions which made it impossible 
to meet their obligations and knowing 
the skill of some attorneys at finding 
ways to help even their financially re- 
sponsible clients to “weasel out” of bur- 
densome lease contracts, we would rate 
the factor of the re-rentability of the 
premises higher and the value of a par- 
ticular lease at a rental above the market 


level for the district lower than Mr. 
Levy does. 

Without for one moment questioning 
Mr. Levy's statement that “Generally 
chain stores do not pay more for space 
than it is worth to them,” I do believe 
that in circumstances such as Mr. Levy 
describes when the rent which the chain 
store has contracted to pay is distinctly 
above the general level of rents in the 
district, a loan based on a valuation of 
the land and building plus an excess 
value attributable to the lease must be 
based on an evaluation of hazards which 
are not involved if the income used in 
arriving at the valuation is based on the 
re-rentability of the premises at market 
levels adjusted for trend within the dis- 
trict. 

* 


Mr. Marble is president of The John 
M. C. Marble Company with offices in 


San Francisco and Los Angeles. 





THE CHAINS, 
STATISTICALLY SPEAKING 


Here are some facts on chains that 
haven't any particular connection with 
Mr. Marble’s observations but are inter- 
esting to review while your mind is on 
chains: 

Retail chains in the United States 
have increased in the two-year period 
just closed by almost 3,000, approxi- 
mately one-third of their 1939 total, and 
now number 12,783, the highest point 
on record. Total number of chain store 
outlets, reported for 1941 as 362,259, 
shows an increase of not quite 7 per 
cent, over the 1939 total of 340,048, ac- 
cording to data just published. 

America’s automobile and America’s 
market basket account for the biggest 
slice of chain store enterprise, and since 
1934 have vied with each other for top 
rank. This year grocery and meat 
chains, pioneers in this method of dis- 
tribution, lead for the first time since 
1936 as to number of companies operat- 
ing, show 2,015 chains. Filling stations 
are next with 1,805 chains. In both 
1937 and 1939 filling station chains, 
which increased steadily all through the 
depression years, topped the list in num- 
ber of companies operating. The filling 
station chains still bulk biggest in retail 
outlets, controlling 199,678, while the 
grocery interests are next with 59,144. 
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What Is Your Opinion of These 
14 Mortgage Problems? 


How important are they? Do you know all you feel 
there is to know about them? Join us at the Con- 
ventional Loans Clinic in New York on October 2 
in seeking the answers to these vital questions 


HERE has never been an occasion in the past 

when any organization, as far as we know, 

could present at one time such a nationally- 
recognized group of institutional investor execu- 
tives from the real estate and mortgage loan depart- 
ments as we shall be able to do at MBA’s Conven- 
tional Loans Clinic on October 2nd. 


We told you something of this day-long meeting 
in the last issue. Now we are able to announce the 
14 questions Paul J. Vollmar, who will conduct 
the meeting, has selected for discussion, and the 
principal speakers who will talk on them. 


Never at any MBA Convention in the past have 
we been able to bring together in one meeting so 
many prominent mortgage executives from institu- 
tional investing companies. We think this phase of 


the Clinic will be particularly to MBA members’ 
liking since many of the questions we are publish- 
ing here require the view of the institutional in- 
vestor as well as that of the correspondent. 

Mr. Vollmar has selected these 14 questions 
from a group of nearly a hundred as representing 
those which have the greatest interest for members 
at the moment. But of course these 14 will by no 
means cover all that will be taken up. In fact, if 
the past is a reliable guide, these topics are only a 
part of what you will hear discussed at this Clinic. 
Before the meeting adjourns, you are very likely go- 
ing to hear a fairly complete discussion of almost 
everything about Conventional Loans—and we are 
wondering if the Conventional Loan isn’t about the 
most important single thing in mortgage banking 
right at the moment? 


Outline the inherent relationship be- 
tween the correspondent and the in- 
stitutional investor. 


Wm. B. F. Hall, Manager, Mortgage 


Loan Department, The Lincoln 
National Life Insurance Company, 
Fort Wayne, Indiana. 


John H. Scott, The Scott Mortgage 


Nr 


Company, Pittsburgh. 

o 
In computing the valuation of in- 
come property, how can the correct 
capitalization rate be determined? 
What are the proper capitalization 
rates for: 

a. New and modern apartments 
unfurnished with twelve units 
or more. 

b. Suburban “hot spot’ retail 
stores leased to responsible 
chains. 

c. Similar stores leased to local 
merchants. 


Charies H. Sill, Executive Vice Presi- 


dent, Drennan & Sill, Inc., Detroit. 


(And another speaker to be announced 


later.) 


* 
Je 


What effect will the future increase 
in income taxes and the additional 
defense taxes have upon the ratio of 
income to value of the owner's 
home? How will such increase in 
taxes affect the future market of 
homes ranging from $12,000 up? 


Claude L. Benner, Vice President, Con- 


tinental American Life Insurance 
Company, Wilmington, Del. 


What effect is the development of 
the new modern suburban shopping 
centers with adequate parking facil- 
ities having upon the value and de- 
sirability of centrally located retail 
districts? 


T. W. Grogan, The T. W. Grogan 


5. 


Company, Cleveland. 
a 


To what extent are we justified in 
recognizing increased building costs, 
because of the present emergency, 
in making sound appraisals? 


T. S. Burnett, Manager, Mortgage Loan 


Department, Pacific Mutual Life 
Insurance Company, Los Angeles. 


Geo. H. Dovenmuehle, Vice President, 


Dovenmuehle, Inc., Chicago. 


6. What are the prime factors that 


should be considered in office build- 
ing loans? What type and term of 
loan is most desirable? 


Harry C. Peiker, Associate Superintend- 


G. 


ent of Loans, Massachusetts Mutual 
Life Insurance Company, Spring- 
field, Mass. 


What are the advantages of and 
objections to the long term residence 
loan with constant monthly pay- 
ments? Should monthly payment 
loans require monthly tax deposits? 
D. Brooks, Manager, Investment 
Department, The National ‘Life 
and Accident Insurance Company, 
Inc., Nashville, Tenn. 
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Can values of homes in excess of 
$12,000 be preserved in view of 
increasing taxes of all types? Fur- 
ther, is not the increasing number 
of small homes having an adverse 
effect on the value of higher priced 
homes? 


H. R. Templeton, Vice President, The 


Cleveland Trust Company, Cleve- 
land. 
* 

What effect is the rapid develop- 
ment of suburban single homes sold 
on rental terms having on the de- 
sirability of good centrally located 
apartment properties ds an invest- 
ment and mortgage security? 


James A. McLain, President, The Guar- 


t} 


dian Life Insurance Company of 
America, New York. 
” 

To what extent can land, if and 
when approved, be valued above its 
sale price as vacant land, particu- 
larly when comparable vacant land 
is available dt similar sale prices, 
when net income will support a 
greater appraisal than reproduction 
value of the improved property? 
Similarly, when the percentage 
clause of a lease produces a rental 
that permits a capitalized appraisal 
in excess of replacement value or 
value of adjacent properties, can 
such excess rent or income be used 
in making a fair appraisal? 


F. J. Eberle, Second Vice President in 


charge of Mortgage Loans, Con- 
necticut Mutual Life Insurance 
Company, Hartford. 

L. Ostendorf, Ostendorf-Morris 
Company, Cleveland 

. 

Admitting the differential plan of 
compensating a correspondent is the 
best plan, would it not be better to 
arrange a continuing flat fee per 
unit basis to supplant the present 
system wherein the compensation 
dimishes with the declining balance, 
thus eliminating some of the in 
herent weaknesses of the present 
system, e.g., lack of income when 
most needed and when new loans 
are not available and the loan ac- 
count materially reduced? 


S. Corley, Assistant Treasurer, 
Bankers Life Company, Des 
Moines. 


. Walter Williams, President, Con- 


tinental, Inc., Seattle 











Why I Think You Cannot Afford 


to Miss the Convention This Year 


A Message to MBA Members from 
PRESIDENT DEAN R. HILL 


OR one very particular reason, the officers of your 

Association are anxious that attendance at the annual 

Convention in New York next month represent, as 
nearly as possible, the entire membership. This desire 
springs from their belief that the great changes now oc- 
curring in our national economy are vitally important to 
mortgage lenders. We think you should be there so that 
our Convention this year will constitute a great national 
forum for an examination of these developments. 


In the past twenty years mortgage banking has gone 
through a rapid succession of drastic changes. During that 
period we have faced adverse conditions and improving 
conditions, but always, it seems, somewhat unusual con- 
ditions. Today we face unprecedented conditions—those 








created by the colossal defense program. 


(Continued in box section next page) 














In approving single residence loans 
what ratio is necessary between the 
moral responsibility or credit stand- 
ing of the borrower and the physical 
security of the property? 


C. Stayman, Financial Vice Presi- 
dent, The Western & Southern 
Life Insurance Company, Cincin- 
nati. 

° 


How do the current economic and 
social trends influence the investor's 
concept of long term ‘nvestments? 


Edwin C. Edmonds, Assistant Treas- 


urer, Ohio National Life Insurance 
Company, Cincinnati. 


Is the practice of accepting lower 
amortization rates on mortgage 
loans upon income property funda- 
mentally sound? What are sound 
amortization rates on: (1) suburban 
“hot spot” locations; (2) central 
retail “hot spot” locations; and (3) 
modern apartment (18 units or 


more )? 


Frank D. Hall, Chief Appraiser, The 


Equitable Life Assurance Society 
of the U. S., New York. 


Arthur W. Draper, Jr., Draper & 


Kramer, Inc., Chicago. 


i 


——— - 


ee Te.” 
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“For commercial or apartment build- 
ings employing a resident superintendent 
or caretaker, the minimum fee shall be 
5 per cent of the gross collections re- 
ceived for each property. 

“*For small commercial or residential 
buildings, including single houses and 
flats, 5 per cent of the gross collections is 
normally an inadequate fee and a flat 
minimum monthly fee per building or per 
unit should be agreed upon, such mini- 
mum fee to depend upon the type and 
number of buildings contracted for. 

““Unless by previous written agree- 
ment to the contrary, in addition to the 
management fees herein set forth, a full 
rental and leasing commission shall be 
charged, and one half the full rental 
and leasing commission shall be charged 
for negotiating renewals or extensions of 
existing leases. 

“*All discounts and savings shall be 
passed on directly to the owner. Under 
no circumstances shall the managing 
agent retain any rebates, discounts, se- 
cret commissions, etc. Suggested flat 
minimum monthly fees for normal man- 
agement operations are as follows: single 
houses, $4.00 per building; two-family 
houses, $5.00 per building; four-family 
flats, $6.00 per building; stores, $4.00 
per store; and apartment buildings, $2.00 
per unit. 

““Fees charged for supervising im- 
provements, checking of assessments, and 
payment of taxes on vacant property, 
shall be based on the services rendered. 
When a management agency is cancelled, 
the managing broker shall be entitled to 
charge for the unexpired term of any 
lease he may have made or renewed dur- 
ing his agency at the rates specified for 
negotiating leases.” 

“It is my personal opinion that a care- 
ful analysis of the property and the 
owner's requirements should be made be- 
fore any fee is quoted for managing real 
property. While board rates apply to 
the mine run of single houses, two-flats 
and smaller apartment buildings, the 
larger properties are individual and pre- 
sent individual problems in management. 
The ownership— individual, corporate or 
estate—may require a simple standard 
form of accounting and management 
statement or it may require complicated 
reports, statements and duties closely ap- 
proaching a fiduciary relationship be- 
tween owner and management and a fair 
and proper fee for one client or owner 
might be very unfair to another. 














(Continued from page 4) 


The great majority of our members, I think, are directly 
or indirectly dependent on new home building for a sub- 
stantial part of their livelihood. To what extent the de- 
fense program will interfere with the construction of new 
dwellings, particularly by private industry, is difficult at 
this time to estimate. Far reaching changes have been 
made in other lines of industry and financing. 


It is urgent that our members take stock of present con- 
ditions as they pertain to their business and put forth every 
possible effort to enable private industry to provide the 
homes which are so essential to carrying on the defense 
program. The success of this effort will relieve the Gov- 
ernment of the burden of providing Federally-financed 
dwellings. 


The requirement of priority orders for building mate- 


rials is receiving attention. As this is written, there is very 
little your Association can tell you about the shape of 
things to come in this field. In some sections shortages 
seriously threatening the completion of buildings under 
construction or projected are reported. 


What is going to happen in this phase of mortgage bank- 
ing is of grave importance to every MBA member. We 
have set aside no special part in our program for this sub- 
ject but you will probably hear more about it in New York 
than any other topic. How are other mortgage men plan- 
ning to meet the changed conditions resulting from the 
defense efforts? This matter is of sufhiicient importance to 
warrant the attendance of every MBA member. 


I say to all MBA members, with all sincerity, that the 
1941 Convention is one they cannot afford to miss. 








“It has been my experience that prop- 








services as we are not to undercharge. 


erty owners, with few exceptions, will 
cheerfully and willingly pay a proper 
fee or compensation if they obtain able 
and efficient management of their prop- 
erty. We should be just as careful not 
to overcharge a client for management 


Able and efficient management is worth 
what it costs. Inefficient, inexperienced 
management is expensive to the owner 
even though no charge were made for the 
service.” 
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Consider the Materials 


Behind the Mortgage 


The kind of materials which go into 
a house are changing rapidly and the 
mortgage man must know what they are 


HE traditional method of house 

construction is pretty largely the 

creature of the materials it uses. 
These materials are exceedingly numer- 
ous. Over 40 basic materials commonly 
appear in a medium-sized house and the 
combinations of these in alloys and com- 
pounds would multiply the list several 
times. The materials appear in the 
30,000 or more parts of which the house 
is assembled and the resulting complexity 
requires many specialized skills in the 
assembly process. These will range from 
eight to 20 in a fairly small dwelling, 
to over 50 in a large apartment dwelling. 
The complex nature of the housebuilding 
process is thus largely traceable to the 
multiplicity of the elements involved 
in it. 

Such diversity in the combinations of 
materials in use creates other problems. 
Materials act in different ways. They 
vary in expansion or contraction when 
subjected to heat or cold, moisture or 
dryness. They vary in their absorption 
of moisture and the extent of the dam- 
age caused by moisture. The compatibil- 
ity between materials consequently may 
not be very great. The dampness of 
plaster will warp wood and the twisting 
of wood will crack plaster. The too rapid 
drying of mortar or plaster will open 
cracks, allowing water or vapor to dam- 
age insulation. Such citations could be 
continued indefinitely. 

As a result of the materials situation 
we have a structure that is complicated 
in character, difficult to assemble, and far 
from satisfactory in use. Consequently, 
much of the thought and effort going 
into the development of better techniques 
has been devoted to a search for materials 
that would in themselves simplify the 
problems of erection and maintenance. 

This search has had an abundant and 
various harvest. We find great im- 
provements in the qualities of familiar 


By MILES L. COLEAN 


materials. We find familiar mate- 
rials in new uses. We find them in new 
forms as well as in new places. We find 
new materials in unexpected places. We 





The author is research direc- 
tor of the Twentieth Century 
Fund’s Housing Survey and here 
summarizes some facts that 
every mortgage lender ought to 
know. Mr. Colean wrote this 
article for Banking and it is re- 
printed through the courtesy of 
that magazine. The two pre- 
vious articles in this Colean 
series were Housing Faces Big 
Changes and New Homebuild- 
ing Techniques. 





discover that some traditional materials 
are being displaced. We may be sur- 
prised to find the familiar use itself 
changing under the impact of new forms 
or new materials. The range is so great 
that only a few of what appear to be 
the most significant developments may 
be described here. 

One important feature of the change 
in the materials field requires comment. 
Research, except in rare instances, has 
not been conducted by housebuilders 
seeking the right material for the specific 
use. We do not have the kind of or- 
ganization here that we have in many 
other industries, capable of financing 
research for the improvement of their 
products. The burden, therefore, has 
fallen principally upon the materials 
manufacturers whose primary concern 
necessarily must be not with the house as 
a whole, but with the expansion of the 
uses of their own specialties. The over- 
all result is thus in many ways unbal- 
anced and uncoordinated. Many blind 
alleys have been followed and many false 
claims made. Nevertheless, the benefits 


have been great and the promise exists 
of even better things to come. 


Hardly one of the materials common 
in house building has been unaffected in 
this restless search for expansion and 
improvement. Steel has become common 
in kitchen cabinets. It has provided an 
alternate to the cumbersome enameled 
cast iron in plumbing fixtures. It has 
advanced in its competitive position with 
wood in window sash. Copper has made 
great inroads in piping, simplifying the 
work of installation, increasing the dura- 
bility of plumbing systems, and saving 
space in the structure. We have recently 
become familiar with glass cast in blocks, 
in some cases supplanting windows, in 
others providing light where windows 
would be impracticable. 


Even that grandfather of materials, 
brick, has not been untouched by the 
technicians. Experiments have been 
made with wall-thick brick, with inch- 
thick brick for use in veneered con- 
struction, and with structural tile sub- 
stitutes for the familiar brick size. None 
of these efforts has met the disadvantages 
that brick, in spite of its durability, has 
encountered in the drive toward low 
priced dwellings. These disadvantages 
are bulk and cost. Since the bulk of the 
standard brick wall provides more 
strength than is needed in most dwelling 
construction the reduction of bulk by the 
revival of hollow wall construction 
promises one way of keeping brick in the 
picture. Some of the lowest cost experi- 
ence obtained by the USHA has been 
with the use of this method. 


Concrete, too, has not been neglected. 
Though, as we have seen, it has not been 
successfully adapted to off-site fabrica- 
tion, the development of light aggregates 
and the increase of strength and density 
by agitation during the presetting period 
have extended its use in the residential 
field, particularly in the West. The in- 
troduction of plywood forms has sim- 
plified the problems of finishing and has 
permitted the use of the structural sur- 
face without plaster on the interiors of 
buildings. 

(Continued on page 8) 
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WHAT THE LAND BANKS DID 


As a result of improvement in the farm 
real estate market last year, the Federal 
Land Banks, for the first time since 1934, 
are holding less than $100,000,000 worth 
of farms, most of which they have taken 
over in the last seven years. 


About one-fourth of all properties 
which the banks had for sale in the first 
half of this year were sold, compared 
with 21 per cent sold in the correspond- 
ing period of 1940. Sales of farm land 
have shown increases particularly in 
those areas where the holdings have been 
largest for the last several years. About 
16 per cent of the land bank sales for 
1940 were to tenants. 


During the last year the appraised 
market value in about one fourth of the 
properties appraised for loans was less 
than their so-called normal agricultural 
value—a change of approximately 5 per 
cent compared with the preceding year. 
During the year ended June 30, 1941, 
foreclosures completed by the land banks 
totaled 3,044, a decrease of 40 per cent 
from the preceding twelve months. 


A $10 BILLION YEAR 


All this talk about priorities, cuts in 
new building, etc., hasn't deterred the 
U. S. Department of Commerce from 
forecasting a big building year. It esti- 
mates that new construction, boomed by 
defense plant building, will total $10,- 
200,000,000 this year, compared with 
$6,850,000,000 in 1940. 









If you have never attended a radio broadcast, here is 


your opportunity to see and hear— 


JESSICA DRAGONETTE 


with 


GUS HAENSCHEN’S ORCHESTRA 


on the Pet Milk Company program 
Saturday, October 4th, 1941 


You've heard Miss Dragonette and the famous Haenschen 
orchestra for years and you know they are among the best on 
the air. Now—if you act at once—you can see and hear 
them broadcast on one of radio's great shows—the Pet Milk 
Company program every Saturday night. Arrangements 
have been made with J. A. Latzer, president of Pet Milk 
Company, to set aside 150 seats for this program for Satur- 


day, October 4th. 


We invite MBA members who will attend the Conven- 
tion to write us at once for seats and we will fill these requests 
as they come in. But remember—only 150 seats are avail- 
able. There is no charge of course. The broadcast is from 


9:45 P. M. to 10:15 P. M., New York time, over the Colum- 


bia network. 














If you want seats for this event, write today. We must 


hear from you by September 10th. 





























The Mortgage Banker e 


September 1, 1941 





NEW TYPES OF BUILDING MATERIALS ARE CHANGING CONSTRUCTION 


As new materials we may take those 
that either have been introduced or have 
been given their most extended applica- 
tion in the period between wars. This 
period has seen, as one example, the 
development of wall boards. Before the 
first World War, wall boards were con- 
fined chiefly to cardboards and wood 
slat laminations. Now we have an array 
of boards of gypsum, of vegetable and 
mineral fibers, of wood pulp, and of re- 
pulped waste paper, adaptable for a 
wide array of structural, insulating, and 
finishing purposes. 


The Magic of Plastics 


Not only board insulation, but the 
whole development of insulating mate- 
rials has come within this period. Before 
the last war we had sawdust, cork, and 
seaweed quilted between paper. Now, 
besides the board insulation, we have the 
vast improvements in mineral wool, glass 
fiber, and felts of waste material. Per 
haps no other development in the mate 
rials field, up to the present, has had such 
far reaching results. It has added to the 
comfort of the house, it has decreased 
the costs of its maintenance, and it has 
made possible the development of more 
economical heating systems. 


and the 


innovations have been 


But the most 
most prophetic 
in the field of plastics. A 
analysis of the complex field of plastics 
is beyond not only the limits of this arti 
cle but the capacity of its author as well. 
It will be possible here only to refer to 
the most noteworthy instances of the 


interesting 


competent 


plastics invasion, using terms chosen for 
their descriptive quality rather than their 
scientific Perhaps the most 
common use of plastics in housebuilding 
has been in paints, where during the last 
decade a revolution has been effected in 
improvements in toughness, quickness of 
drying, color, and weather resistance. In 
solid form, plastics have largely displaced 
metal in electrical fittings and have be- 
gun a similar displacement in finished 
hardware—door knobs, plates, and so 
forth. A considerable speeding up of 
this process may be expected to result 
from the prior claims on zinc, copper, 
and nickel of the defense industries. 


accuracy. 


(Continued from page 6) 


These uses of plastics do not affect the 
character of the house or its structure, 
since they merely provide substitutes for 
long familiar materials. But their uses 
are identical with the old uses. More 
radical changes are promised by the de- 
velopment of laminated plastics, whose 
cheapness and strength offer peculiar 
advantages to the housebuilding industry. 
A laminated plastic is one composed of 
a number of layers of an inert material 
bonded together under heat and pressure 
with a plastic compound. The best known 
of these, and at the present time the 
most useful, is modern plywood. 


The future of plywood in residential 
construction promises to be a very full 
one as its advantages in strength, dura- 
bility, and economy become better 
known. Plywood, however, is not likely 
to remain the only plastic material avail- 
able for structural purposes in the hous- 
ing field. The possibilities of substitut- 
ing felted sheets of waste material, such 
as old paper, cotton linters, carpet trim- 
mings, and so forth for laminations of 
wood veneers are very real, if judgment 
may be made on the basis of laboratory 
experiments 


The Place of Steel 


Plastics of this sort, in fact, offer 
some distinct advantages over plywood. 
They are more vaporproof and better 
insulators than plywood. They may be 
molded more readily and thus may be- 
come suitable for such elements as soil 
pipe, gutters, and down-spouts. They 
may even be machined and so may be 
suitable for trim, moldings, window sash, 
railings, and similar items. It is, in fact, 
no longer wholly within the realms of 
imagination to conceivé of a dwelling 
principally composed of one material, 
with great advantage in the uniform in- 
teraction of parts. The problem is prin- 
cipally one of competitive costs, but the 
need for substitutes created by the de- 
fense situation may greatly speed the 
development. 

Steel remains one of the most prob- 
lematical materials in the future of house- 
building. Though it was the herald of 
the prefabricating movement, it was 


pushed into the background by plywood 


and threatens to be still further sub- 
merged by the newer plastics. Never- 
theless, the excess steel capacity likely 
to exist after the war will undoubtedly 
again turn the interest of steel manufac- 
turers to housing and its pressure upon 
the market may become very great. The 
natural disadvantages of steel, however, 
in exposed places, the difficulties of 
joining it with other materials, and its 
relative expense, seem likely to continue 
to confine its use to equipment and to 
framing members in situations not far 
different to those in which its use is now 
common. 


Old Familiars to Stay 


The old familiars among materials 
are for the most part not likely to dis- 
appear. Lumber, brick, glass, stone, and 
concrete will, as far as one can foresee, 
continue to figure prominently in the 
housebuilding picture. One familiar 
material, however, is not likely to fare 
so well. That one is plaster, whose one 
advantage of a smooth, jointless surface 
is counterbalanced by the damage that its 
moisture does to other materials (with the 
consequence of later damage to itself) 
and by the excessive time for application 
and drying that it adds to the site opera- 
tion. The wallboards and plywoods now 
available, in the hands of the builder 
who knows how to use them, not only 
offer adequate substitutes but assure like- 
wise a sounder and more economical 
structure. 


A LOT OF MONEY 


Last year interest alone on Federal, 
State and local debts cost the American 
people $1,800,000,000. Next year that 
figure will be much larger as a result of 
new Congressional authorizations for 
national defense. 

If the Federal debt eventually rises 
to $90,000,000,000 as Secretary of Com- 
merce Jesse Jones once indicated it might, 
interest charges on the gross public debt 
would amount to almost $3,000,000,000 
annually, recent studies show. 


Greater use of home insulation would 
result in annual fuel savings up to 50 
per cent and materially aid in the defense 
program, an architectural paper reports. 








